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This report is a summary of the information obtained by a three 
months' review of the credit policies and procedures of the ACCFA and 
the FaCoMas, with certain suggestions and recommendations. During 
this period, 27 Facomas, 4 provincial director's offices, the NEFCA, 
and the training program for managers at Cabanatuan were visited. 

Case studies in the office and in the field were made of two Facomas. 

A random sample survey of unpaid 1953-54 and 19^4-55 loans was con¬ 
ducted in nine Facomas. 

The purpose of the review is stated as follows: 

Improvement of lending policies followed by the Agricultural Credit 
and Cooperative Financing Administration, hereinafter called the ACCFA, 
and Farmer Cooperative Marketing Associations, hereinafter called 
"Facomas", includes technical advice in: 

a. Evaluating existing credit policies and collection activities 
on loans made to date (includes causes of delinquencies in the repayment 
of existing loans). 

b. Formulating recommendations for eliminating deficiencies in 
existing lending policies and procedures, minimizing administrative costs 
associated with lending operations and strengthening safeguards necessary 
to protect ACCFA and Facomas from excessive losses in carrying «n lending 
activities. 

c. Assisting the ACCFA in developing permanent procedures to be 
followed in formulating future credit policies.. 

The fundamental credit policies are set forth in Republic Act No. 

R21 as amended. Specific credit policies are covered by ACCFA circulars 
and resolutions of the Board of Governors. 

The history of credit institutions financing agricultural operations 
shows that they started vrith very sound credit policies. Because of com¬ 
petition, expansion of business (income motive), political pressure, or 
pressure from customers or members, the originally sound credit policies 
were relaxed. The final results in nearly all cases were disastrous. 
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It is recommended that the ACCFA credit policies be. periodically reviewed 
in light of current results, with the thought in mind to improve the use 
of them, but not to relax them. Sound credit policies remain, sound regar 
less of the times or conditions. 

Basically, the fundamental credit policies established for the pur¬ 
poses to be accomplished as set forth in Republic Act 821, as amended, 
are sound. 

This report, however, will bring to your attention certain credit 
conditions or procedures, and will make suggestions and recommendations 
which, it is hoped, will implement and strengthen your present policies. 
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FACOMAS 


i • 

In the field of credit, it is the primary responsibility of the Facoma 
as stated in Republic Act No. 821, as amended, as the policy of Congress 
"to assist small farmers in securing liberal credit." The policy can only 
be carried out if the Facoma maintains a sound financial position. This 
can only be done- if the Facoma makes sound'loans and maintains a good col¬ 
lection record. Loan losses will rapidly use up profits, surplus and 
capital. Farmers will not only lose their investment but will be deprived 
of a source of reasonable and liberal credit and the purpose of Republic 
Act No. 821 will not have been accomplished. 

Reviews of individual loans and Facomas and discussions with Facoma 
and ACCFA personnel have pointed out that the variation in credit actiofi , 
in individual Facomas is too great. In many instances, the credit action 
of the barrio loan committee is not based on the facts involved and the 
credit factors. Neighbors, relatives and politicians have influenced the 
extension of credit. The committees do not always recognize the necessity 
for quick action in processing loan applications. As a result, the entire 
loan program has lagged which has in turn had an adverse effect on repay¬ 
ments. Too frequently, committee members are not literate, with the conse¬ 
quent difficulty of understanding the program, the policies and the respon¬ 
sibility. This is also a factor to consider in any training program. 

It is possible that the present primary function of the barrio loan 
committee should be the certification that the applicant is a farmer, is 
farming the number of hectares stated, that the estimated yields are 
reasonable, and that the other information as set forth in the application 
is correct. Although the responsibility of a credit recommendation should 
remain, its value should be recognized. 

Continued efforts should- be made to inform and train barrio committee 
members in the fundamental factors of cooperative agricultural credit. It 
is suggested that thi3 training be confined to small groups rather than on 
a large scale basis. 

Based on the ACCFA system of grading Facomas and on the repayment 
records of individual Facomas, there is again illustrated considerable 
variation i.i the application-and understanding of ACCFA credit policies. 
This takes into consideration the lack*of repayments caused by drought and 
conditions beyond the member's control. One of the problems is to see that 
credit policies are universally applied in all Facomas. This can best be 
accomplished by having experienced and well trained ACCFA employees in the 
field who work with Facoma personnel, Boards of Directors, and barrio com¬ 
mittees. 



Operations Affecting Credit 


The capital structure of a Facoma, although affected by operations 
other than credit, is also affected by the credit operations. The building 
of a sound capital structure is obviously necessary and the paid-in capital 
and reserves should be built up in proportion to loan obligations of the 
Facoma. This should be accomplished before any dividends, patronage re¬ 
funds, or return of the five percent insurance fund is made. Capital can 
be increased by sale of additional stock and by putting earnings in reserves. 
Darnings can be increased by higher interest rate 0 , higher service fees, and 
ir^reased volume with lowered per unit costs. When earnings are put in re¬ 
serves to build capital, it is suggested that it be done on a revolving fund 
basis to build up an equity for individual members. This will substantially 
improve their basis for credit and will also improve their financial posi¬ 
tion. ; In cases where some adverse crop conditions develop, the members' 
equity could go a long way in providing a-basis for continued credit or loan 
collection where necessary. 

Any certificates issued to represent the equity or revolving fund should 
be non-negotiable except to the Facoma or with the approval of the Facoma 
board of directors. By this method, control of the equity remains with the 
Facoma. • 

Various operations of Facomas have at times caused problems which have 
jeopardized their ability to carry on their credit activities. Purchase of 
palay from members without a confirmed resale has tied up available funds 
and caused Facomas to juggle accounts in order to keep going. Loan repay¬ 
ments have not been remitted but have been used for construction of fac il i- • 
ties and for releases on new loans. There have been other misapplication 
of funds., both loan and repayments. The crop purchase programs place a 
heavy responsibility on Facoma management and provide the possibility for 
manipulations. All these activities have a detrimental effect on the exten¬ 
sion and following of the credit being extended. 

This review did not involve management but it is an extremely impor¬ 
tant factor in the credit operations. From observations of Facoma offices, 
stores, warehouses, rice mills, and flue-curing barns, it is obvious that 
intelligent and businesslike management is necessary to successful opera¬ 
tions. With the varied operations of Facomas, the manager must be- an 
exceptional business man as well as a credit man. As previously stated, 
this review did not include management. It is suggested, however, that the 
possibility of making the secretary-treasurer responsible for all the credit 
operations be given consideration. • • 

Credit Operations 

The extension of credit by Facomas should be on an individual member 
basis and should be so administered, followed and collected. 



- 5 - 


• A - review of a substantial number of loan applications shows that too 
frequently, the applications are not carefully and adequately prepared. 
Information is not a^urate, estimated production is consistently too high. 

A specific example is the absence of any admitted liabilities although the 
reason given for non-repayment was that previous obligations had to be 
paid. To properly extend and handle agricultural credit, factual informa¬ 
tion on operations, yields and financial position of the individual is 
absolutely essential. The development of mutual confidence between the 
member and his Facoma will assist in obtaining accurate and complete in¬ 
formation. 

Complete understanding of Facoma policies and operations by members 
is essential. In a random sample survey of unpaid loans, there was too 
much variation between the member's understanding of the palay pledged 
and what he had actually pledged. The terms of the marketing contract 
were obviously not understood by the member, as in a substantial number of 
cases although there was some surplus, there had been no deposit. Indivi¬ 
dual explanation of the situation when the papers are signed and when the 
first release is made should be of - assistance. 

In a number of Facoma stores, credit has been extended in addition to 
the loan. Thi3 is double lending and usually leads to collection difficul¬ 
ties. The policy, as stated in Circular No. 7A, that all store sales other 
than subsistence be for cash is sound and should be enforced. 

There is an established policy and procedure on farm improvement loans 
for the purchase of carabaos, which is sound and well stated. In a number 
of cases the procedure has not been followed with the result that funds 
have been used for other purposes and in some cases, although carabaos were 
purchased, proper clearance and liens were not obtained. Obviously, the 
enforcement of the policy is necessary for the proper extension of credit. 

Pledge to be deposited as security 

It is fundamental in the financing of agricultural production that 
the entire results of the financing be pledged as security for the loan. 

In some cases where the financing required is small in relation to the 
value of the estimated crop,requiring the total production may appear un¬ 
necessary. In order that the lender control the members financing, how¬ 
ever, the requirement should stand. With particular reference to palay 
financing, it is noted that too frequently, even the estimated surplus as 
shown on the loan application is not entirely pledged. With the estimated 
amount for family consumption and part of the surplus not pledged, the 
Facoma does not have the necessary control. Under the present circumstances, 
it is possible for the member to use this unpledged production as security 
for outside borrowing. In addition, the total production should, be used to 
liquidate the financing first. Whatever security is left after the loan is 
paid can be used by the member to his own best advantage. Should the total 
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members' share just be sufficient to liquidate the loan, the Facoma can 
consider financing for the next year's crop and release subsistence in 
kind by which method the Facoma maintains control of the financing. Should 
the total production be more than adequate to cover the loan, the production 
financing could be converted to a commodity loan based on the usual stan- 
dai’ds, and the palay not required as security could be released by action 
of the Facoma board of directors. 

Under the present policy, there are a substantial number of instances 
where the pledge is not deposited or only partially deposited. The rea¬ 
sons vary but the predominant reason given is crop failure due to drought 
or pests. The survey of unpaid Facoma leans shows, however, that the 
member's net share of palay was sufficient to cover the loan although per¬ 
haps not sufficient to provide family consumption and secure the loan in 
addition. In other instances, the production was adequate but was used for 
the payment of debts other than to the Facoma. 

It is recommended that in all production- financing the member's total 
net share of crops be pledged as security. 

Procedure of Prior Approval of Loans 

There is now an established.policy for what are designated as privi¬ 
lege members. It is recommended that this policy be expanded to implement 
loan closing and handling. If a member qualifies as a privilege member, 
his hectares farmed are the same as the previous year and his crop produc¬ 
tion credit requirements are the same, the. Facoma should prepare a list of 
such members at the end of the season. This list should be presented to 
the Barrio Loan Committee and the Facoma Board of Directors for approval 
of loans prior to the time the loans will be required. A schedule should 
then be prepared and submitted according to the usual procedure. Upon 
approval, the Facoma should be given authority to disburse on the loans as 
listed when the proper tine arrives. This procedure should materially re¬ 
duce the workload at the busy season and should speed up the time involved ’ 
in closing and disbursing. 

Concerning privilege members, the following suggestion is made for 
consideration. A study of individual loans will be necessary, however, 
before a definite policy can be established. To facilitate action,, all 
crop production loans to privilege members below an established amount 
could be closed and released by the Facoma. Such action should relieve 
the work load, get loans to good farmers sooner but would keep control of 
the larger financing. Would recommend that if used, the procedure be 
confined to crop production financing only. 

To Facilitate Credit Action 

It is recommended that members be classified in groups as to non¬ 
repayment-poor production- character (debt attitude, etc.;. Eliminate 
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those who have not repaid for reasons which preclude further credit, those 
with poor production, and those whose characters do not qualify them for 
credit. 

A careful establishment of the production recoitt of individual farm¬ 
ers will be necessary. It is possible to improve yields by good seed, 
planting methods and compost and fertilizer. If farmers do not practice 
improved methods to increase production, it may be that they will not be 
able to qualify for credit. 

Credit Policy on Palay Financing 

The stated policy has established definite figures on cost items with 
the exception of fertilizer and pest contx-ol. In addition, the policy 
sets as a maximum loan a percentage of the estimated value of the pledge. 

It has been necessary to do this for reasons that have been and remain 
sound. In looking into the future, it appears probable that eventually, 
Facoma members will be in a position to make a substantial contribution to 
their seasonal operating costs. When such conditions have been achieved, 
it should be sound for the Facoma to finance the remaining operating costs 
based on the usual credit considerations. It is also possible that Republic 
Act No. 1199 will have considerable influence on the credit situation of 
tenant farmers and on their ability to repay l*ans. As tenants take advan¬ 
tage of the provisions of this Act, it is possible that the basis of Facoma 
financing should be reviewed for the advisability of a revision of credit • 
considerations. 

Commodity Loans 

This type of financing is less hazardous than crop production finan¬ 
cing as the security is known as to quantity and quality when the loan is 
closed. In spite of this, however, there are both economic and physical 
hazards. Value may fluctuate and insects, rodents, weather and spoilage 
can drastically lower the quality. Although Republic Act No, 121 allows 
commodity loans to be made for 80# of the current market value of the 
product, it does not require that this figure be used. Considering the 
problem involved, it is felt that to be reasonably safe, loans should not 
exceed 70# of the current market value. 

Under no circumstances should a member be allowed to use a commodity 
loan as a means of speculating on the price. Commodity loans should have 
a short maturity and should not be renewed. The present policy requiring 
the sale of the commodity at maturity is sound and should be continued. 
Members should be encouraged to sell within the maturity. It is poor 
practice and poor credit for members to speculate on borrowed money. If 
they insist, the loan should be called. At least a sufficient quantity 
of the security should be sold and the funds applied to reduce the loan 
balance to a nominal amount in relation to the remaining security. 


in a number of Facomas, it was observed that there were some unpaid 
loans which were past due. In others there was a substantial quantity of 
palay in the warehouse. Both indicate that the policy is not being observed 
as intended. The situation does not appear serious at present but could 
easily become a problem. 

Under the present policy all crop production loans should be converted 
to commodity loans when the palay is deposited. Funds from the commodity 
loans are used to pay the crop loan balance plus .interest, plus any install¬ 
ments due on a farm improvement loan. Consider this policy as sound and 
necessary under present conditions. 

The policy as stated in Circular 6A that "..Before funds are released 
to the Facomas by the provincial directors for the commodity loan operations, 
all Facomas are hereby required' to liquidate in full the commodity loans 
extended to their members during the previous agricultural season. If there 
are still stocks of palay remaining unsold, they should be immediately sold 
and the proceeds thereof applied to the liquidation of outstanding obliga¬ 
tions if their owners have unsettled accounts with, the Facomas either in the 
form of crop, farm improvement, or commodity loans" is very sound, although 
not always followed. This policy should be strictly enforced. 

Collections 

, ,••••• 

Collection policy is covered in Circular No. 8A. 

The necessity of loan collections can be practically eliminated by 
proper application of loan policies and proper analysis of loans requested 
in the original instance. In addition, all loans should be carefully"' 
followed after they have been. made. To illustrate the latter, it has been 
observed in the review that in many cases the actual hectares planted were 
substantially less than the original application estimated to be planted. 

The loan,. however, was fully disbursed with a resulting collection problem. 
Careful following by the Facoma should have discovered the reduced hectares 
and the loan should have been reduced in proportion. In other cases, the 
production was materially less than the estimate although the entire harvest 
was released. Following loans is a problem to be worked out for individual 
Facomas based on the number of loans involved and the available personal.' 

It is possible that competent barrio loan committee members could be used 
on a part time basis. There are cases where loans have not been repaid and 
new financing has been approved. It is obviously expected that collection 
can be effected by continued financing. In such instances, particularly 
careful following is necessary to prevent sending good money after bad. 

A followup system on maturities and on individual loans should assist 
in loan handling and following. It is suggested the loan ledger be used 
as a source to obtain the information. Some slight revision in the form 
might be necessary. The use of the loan ledger as a credit and collection 
media cannot' be over emphasized. Personnel responsible for credits and 



collections should examine the ledger at^lfttfeiVais' tbh observe : how >loah'& 
are being released, when due, and how repayments, are’being?received-. 

The review indicates that in too many Facomas there are no systematic 
collection procedures. Discussion of unpaid loans with Facoma managers 
and secretary-treasurers and with provincial directors brought out that 
they were waiting for the next harvest, hoping that the member would have 
sufficient production to repay. Apparently no analysis of individual loans 
had been made. In some cases, however, where the loans had been obtained 
under false pretenses, collections had been followed and made. 

The Facoma survey of unpaid loans revealed a substantial number where 
the reasons for non-repayment were not legitimate. As examples, attach¬ 
ment of the member's share by the landlord, had previous debts to pay, 
loan funds not received by the member but used by the president of the 
Facoma, etc. There was no indication on the forms, however, as to what 
was being, accomplished toward final collection. 

In ^us report under "ACCFA Loan Statistics" is outlined a basis for 
following unpaid accounts that should materially assist in loan collections. 

Good collections depend on: 

1. Close following to know the condition of the loan at all times. 

2. Early recognition of trouble. 

3. Fast action at the first indication of any difficulty to either 
adjust further advances, cancel further advances, or take necessary steps 
to collect by either the usual methods or legally. 

In the usual crop production loan, the crop is the only security 
taken. In a farm improvement loan, in addition to the crop the improve¬ 
ment purchased is taken as security. It has been noted that in a number 
of unpaid crop loans the member owns a carabao and some equipment. In 
all unpaid crop loans where additional security is available, it should 
be covered by a lien. It is possible in some cases where the credit' facts 
justify that the unpaid balance might be transferred to a loan payable in 
two or.three installments with an additional lien on the member's carabao 
and equipment. This naturally assumes that the general credit factors are 
satisfactory and that the unpaid balance is the result of factors beyond 
the member's control. It should, of course, be understood that should the 
following year's crop be such that the member's share is not *nly suffi¬ 
cient to liquidate the current financing but also to repay the previous 
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properly protect the unpaid loans which are losses, the.lending privi¬ 
lege should be withdrawn. The Facoma should then either make sufficient 
collections to again place it in an operating position or should obtain 
more capital from its members to at least place it in a position com¬ 
parable to that on which it started operations. 

» 

Facility Loans 

Tho construction cf warehouses (bodegas) and rice mill buildings and 
the installation of rice mills is necessary for the complete operation 
of a Facoma where palay is the main crop. Other facilities are necessary 
where other crops are involved. The size of the warehouse and the capa- _ 
city of the rice mill from a strictly credit standpoint should be based 
on. the potential deposits in the forseeable future. Facomas base their 
requests on the possible rather than the probable. Loans financing the 
construction and installation- must be repaid from returns from the opera¬ 
tions. Although interest charges are reasonable, the annual installments 
plus interest are heavy and in some cases beyond the capacity of the 
Facoma income to pay. Creditwise, the loans should be made on an ability 
to repay basis for the present and forseeable future. , 

Although an administrative function, the decision as to area to bf 
served by a Facoma and therefore, by the facilities to be constructed will 
have a material effect on the credit extended. It appears quite probable 
that the future will demonstrate those Facomas which cannot continue 
operations because of lack of volume of loans and crops to handle. Some 
consolidations will undoubtedly be necessary with resulting increased 
volume, more economic use of facilities and resulting lowered operating 
costs. It appears reasonable that loan services could be extended through 
branch offices located in Facoma stores in the barrios throughout the. 
territory. 

Merchandising Loans 

This type of financing is supposed to allow Facomas to start the 
operations of a store. Normally- the repayment should bt- made as the 
goods purchased are sold,. Facomas, however, do not have sufficient capi¬ 
tal to allow them to repay on such a basis. Store operations, however, 
should be run on a business basis with accurate and current records on 
oper.ating costs, necessary mark up on merchandise sold and potential 
estimated returns. The repayment program should be based on the esti¬ 
mated ability to repay which in..turn should be based on the best esti¬ 
mates possible of the probable not over a period of one year. 

Both facility loans and merchandising lo^ns are materially affected 
by the ability of the Facoma management. Good management v/ill effi¬ 
ciently and economically use the facilities with correspondingly good 
returns. It is obvious that the management of some Facomas is very poor. 
The facilities are poorly maintained; sacks are not properly handled and 



stored; there appears to be an excess of hired labor; records are poorly 
maintained. There is no information oh operating costg in'either warehouse, 
rice niill or store. ; • 

Accounting " 

One of the serious problems of the ACCFA in considering credit i3 the 
lack of current accounting figures on loans. It was noted that..in the/...:.'. 
Board of Governors 1 meeting of January 26 the loan requests submitted for 
approval had accounting figures as of November 30. Without current account¬ 
ing figures it is not possible to properly analyze and evaluate requests • 
for credit. This condition should be corrected Without delay. 

Marketing ’ 

One of the problems that will materially affect the credit operations 
is the development of a soUnd and strong marteting program. The ability 
of members to repay loans will be materially affected by the ability of 
the Facoma to market the crops. Marketing, however, goes beyond the scope 
of the individual Facoma.'’ The development of a centra], marketing organiza¬ 
tion is necessary and the' responsibility to sc that this is done rests on 
the ACCFA. 

Personnel' Training _ . 

Obtaining adequate credit personnel in the ACCFA and Facomas and 
properly training the personnel is a major operation. The training program 
now under way is no doubt expedient under the circumstances. Lookirig into 
the future, however, good credit personnel will have to be given not only 
training but experience. By this method only Will they learn what to look 
for and recognize it when they find it. As a suggestion, all credit person¬ 
nel should be used in the credit deoartment of the ACCFA before -being 'sent 
to the field, either in the provincial office or the Facoma. In the lending 
business, there is no substitute for experience. . •. 

Loan Statistics 

Although overall figures on loaning activities as are used in your 
annual report are useful, your -attention is called' to the necessity of 
having individual loan figures on Which to judge the results of your lend¬ 
ing policies. Many Facomas have a 100 percent repayment record on all 
their loans while in others the percentage of repayment -is qaite low.' 

Unless looked at on an individual basis by Facomas and by Facoma members, 
the final results cannot be properly judged. You should have figures pre¬ 
pared by each Facoma periodically, listing all unpaid individual accounts 
by types of loan and commodity, the name, estimated number of hectares 
farmed', actual number of hectares -farmed, estimated net share, actual net 
share produced, estimated surplus (on palay), actual surplus (on palay). 
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pledge, deposit,'amount of loan'approved, amount of loan released, amount 
of loan due', reasons for non-repayment and collection possibilities.' Witt 
these individual loan figures the Facoma can review the delinquent loans 
and they can be.discussed with the Board of Directors and the barrio loan 
committees. The provincial director's office will be able to look over 
the 'delinquent accounts and work with and counsel the management as t© the 
best collection procedures and methods. When new financing is requested, 
the lists will serve as a basis of comparison as to estimates and results 
and the possibilities for the extension of future credit. 

Statistics on farm improvement loans must be made on an individual 
loan basis or it is possible that they'could be very deceiving as to the 
actual loan situation. Although total repayments on farm improvement 
loans could be 100# of the amount' due, it is possible that a numbdr of 
members could have made repayments in advance while others were 100# de¬ 
linquent. Only individual loan figures would reveal the correct situatior 

Adequate loan figures will materially assist in collections and will 
improve loaning practices on recurring loans. 

The responsibility for obtaining the necessary loan figures should 
rest with the Facoma.' It is suggested that the Secretary-Treasurer be 
given the responsibility for preparing the reports. 

Forms 

Forms for use in credit work should be simple- and designed to obtain 
factual information with a minimum of effort. The information should be 
so presented as to emphasize the most important factors and to allow easy 
comparisons. 

A minimum of signatures should be required. Farmers do hot like to 
sign any more papers than are absolutely necessary. Where possible, sig¬ 
natures of employees should be eliminated to save time. 

As an observation, there are.a number of AOCFA forms which place too 
much emphasis on checking on employee's. * ' .-.e n • 


GENERAL PROBLEMS AFFECTING CREDIT 

There are a number of nationwide problems that have an effect - on 
ACCFA and Facoma credit operations. • A complete discussion is'beyond the 
scope of this review. There are a few points, however, that should be 
mentioned as having a direct bearing. 

Republic Act No. 1199 "An Act to govern the relations between land¬ 
holders and tenants of* agricultural lands" should materially affect the 
financing of farmers. It will no doubt be some time before the Act will 
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have'the geherAl acceptance of tenant farmers'and landlords. Any • program ,' 
that'will implement the functioning of the.Act asintended will contribute, 
to the'overall credit situation. •' 

The' matter of land titles has a definite effect'on available.farm. 
credit. Many land titles in the Philippines have never-been adjudicated. 

In the extension of credit or the"collection of loans# should it be neces¬ 
sary to obtain a lien on the real property'^ the value of the lien would be . 
questionable. It is necessary that title to all'land be established to 
improve the credit situation of farmers. 

Under present conditions# the recording of documents is a lengthy • 
process.' Where a mortgage on crops-or chattels,or both,is necessary, the > 
funds should not be' disbursed until‘the documents are recorded. Speed in 
recording is therefore-important'for ; 'the:implementation of loan closing* 

Any improvement in this situation.would-facilitate credit. • • 

: Probably the most important gereral problem.-is the universal under¬ 
standing and acceptance by the people of-'Republic Act #21, as amended* 

This Act gives the ACCFA certain legal protection that should be understood 
by landlord and*tenant alike. A continued informational program.would 
seem to-be well justified; A • • ■ ' • 

FUTURE CREDIT POLICIES 

There can be little change in fundamental credit policies. What.is 
sound credit practice today.will be sound credit practice next year with 
adjustments in relation to economic conditions. ■ - 

Simplification of loaning operations and procedures should be a goal 
to work toward and can be attained gradually as members better understand 
the principles and procedures of cooperative credit. • Crop production loans 
are -now written "for'period of one agricultural year, or nine- months from 
the date of the first-release. Commodity loans are written for. a period • 
not to exceed 120 days. The combined periods cover one year or through a 
harvest-and' marketing season. -This policy, is sound as no financing should 
run beyond a normal marketing time. Crop production loans' eventually could 
be written at the start with a maturity to carry through the normal time of 
sale. When the commodity is deposited, warehouse receipts (quedans) should 
be issued as usual and held : 'as security. If the; loan has not matured there 
is no reason to convert to a commodity loan. Should the product deposited 
justify further advances, they could'be made on.additional notes without the 
necessity of setting up a commodity loan. .. . . . . ' ' 

It is recommended that all loans to directors' or: officers of a. Facoma 
and all loans to any employee of a Facoma or of the ACCFu be required to 
have the' 'individual approval of the acting .administrator, of the ACCFA or 
someone• designated by ' the administrator *to act for him*;.. 

• •• . ;.;:w - > * .« * 1 1. . ■'* ’**- *. . \ . ’ ** 
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